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EDITORIAL DEPARTMENT NOTE 


The basic principles of accounting control over materials, labor and 
overhead are pretty generally understood. How those principles are 
aque in specific instances is not so erally known. It is the purpose 
of the Official Publications of the Na tional Association of Cost Ac- 
countants to present from time to time examples of these specific appli- 
cations. To follow intelligently the description of detailed systems, an 
understanding of trade practices in the industry, of the internal work- 
ing organization of the particular company, and of any pertinent sur- 
rounding local conditions must always be had. 

The writer of this first issue of our new volume apparently has 
had these several things in mind in presenting this system of labor con- 
trol. He gives a statement of conditions pertinent to an understanding 
of his system and follows it with a description of the system as actually 
operated. From the standpoint of the pedagogue, it constitutes a fine 

case.” 


Mr. Peter C. Jung, the author, secured most of his education beyond 
the grammar school by means of correspondence instruction, ~~ 
studied and completed courses in general and cost accounting, law, 
economics in that way. He started as an office boy for the Menasha 
Printing and Carton Company, in 1917. He held positions in the pay- 
roll department, cost and accounting departments. In 1920 he accepted 
a position with the Menasha Machinery Mfg. Company as accountant 
and auditor, with complete charge over the accounting, office and credit 
departments of the business. In 1921 the above firm was succeeded by 
the Claybourn Process Corporation, and moved the entire office 
equipment to Milwaukee, Wisconsin. With this latter firm he held the 
position of auditor and credit manager. At the same time he held a 
similar position for the Alltone Company, artists, engravers and electro- 
j gg Since this paper was written he has accepted a position with 

Menasha Printing and Carton Company of Menasha, Wisconsin, 
manufacturers of waxed paper and paper products. 

He is a very active member of the Milwaukee Chapter of the Na- 
tional Association of Cost Accountants and presented this paper at a 


chapter meeting last year. 


A SYSTEM OF LABOR CONTROL FOR PAY ROLL 
AND COST PURPOSES 


INTRODUCTION 


In this paper an attempt will be made to present the method 
of labor control, from a cost and payroll standpoint, of the Clay- 
bourn Process Corporation, a small manufacturing concern produc- 
ing printing machinery and equipment, and employing about one 
hundred and fifty persons. The business includes all the regular 
departments of a jobbing machine shop, from the engineering and 
designing to the assembly departments, together with special de- 
partments, such as erectors, demonstrators, press correctors, ex- 
perimental, “hook” and small parts department, and others. 

Before going into detail regarding the method of labor con- 
trol, brief mention will be made of the activities and operations of 


the business. The Claybourn Process Corporation manufactures 
and sells special printing machinery and equipment, and also offers 
a service of special value to the printing and the allied trades. 

At the present time “make-ready” is the bug bear of all print- 
ing, and the amount of money and time spent on making ready a 
printing job amounts to approximately 25% of the total cost of 
every color printing job. Part of this make-ready time is consumed 
in putting printing plates on the press and “registering” these 
plates, but by far the largest amount (from 60% to 70%) is spent in 
compensating for the inaccuracies and errors in the printing plate 
itself, in the printing press, and also in the bases which are placed 
on the bed of the printing press and on which the printing plates 
are mounted. 

About seven years ago a method was invented which is known 
as the “Claybourn Process.” This method is fully covered by basic 
patents and makes possible the manufacture of perfect curved and 
flat printing plates, and also the correction of the other inaccurate 
elements mentioned above, namely, the printing press and the print- 
ing bases or “blocks,” as they are sometimes known. 

When a salesman reports a prospective customer, a service 
man is sent to the plant to obtain information and data which wili 
permit the making of a satisfactory estimate of the cost of the entire 
work, including the cost of equipment necessary to produce perfect 
printing plates. If the order is obtained, a license agreement is 

repared and executed (this “Process” being leased out on a royaity 
is and not actually sold), and orders are prepared in the Plan- 
ning Department to do the necessary work to manufacture the 
equipment called for by the License Agreement. The press correct- 
ing equipment is sent to the plant of the customer and the operation 
known as “Press Correcting” is done on each press. By “Press 
Correcting” is meant the leveling of the cylinder and bed of the 
printing press so that no inaccuracies or indentations remain. Be- 
fore a printing press is corrected the bed and cylinder sometimes 
contain inaccuracies such as hollows, places where small parts have 
dropped on the bed and caused indentations as the cylinder and bed 
meet, and also uneven portions caused by distorting of the metal. 

After the press has been corrected and adjusted these inaccura- 
cies disappear and the surface of the bed and cylinder is again even, 
just as at the time of the manufacture of the press. 

When all the presses are completed, the printing bases or blocks 
are sent to the factory, where they are ground to an even height. 
The planing of the presses and grinding of the blocks is done 
to within an accuracy of one thousandth part of an inch (.001”). 
The electrotypes produced by the “Claybourn Process” are of the 
same thickness throughout, the thickness of the finished electrotype 
not varying more than one-half of one thousandth part of an inch 
(.0005"). It is therefore evident that, when the printing press and 
the printing bases are accurate and an accurate printing plate is 
placed on the press, no make-ready is needed, with the exception of 
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the time necessary to place the printing plates on the press and to 
2 al them, i.e., “lock-up” time as the term is used in printing 
circles. 

Besides manufacturing and marketing the equipment necessary 
to produce “Claybourn Process” electrotypes, and the attendant 
press correcting service, the company manufactures printing 
presses and special equipment of the latest type, some on a cost- 
plus basis and others on pre-determined sales prices. Among the 
items of special equipment which are manufactured is a small de- 
vice, called a registering “hook” which is used to clamp the printing 
plate to the printing base on the bed of the press, in the case of flat 
plate printing, or on the cylinder, in the case of curved plate print- 
ing. This hook is used to lock up the plates and also to register 
them properly, so that when color printing is done the different 
colors will “register” on the printed sheet. 

From this brief outline of the different activities of the busi- 
ness (See Chart No. 1, page 6) the value of proper control of 
labor and of labor costs will be more fully appreciated. The system 
of labor control for payroll and cost purposes used by this company 
will now be explained. 


EMPLOYMENT RECORDS AND CONTROL 


The employment of help and the necessary employment records 
are in full charge of the Employment Department. A complete 
record is kept of each applicant, whether the person is hired or not. 

Whenever any department is in need of help, the department 
head or foreman communicates with the person in charge of em- 
ployment, giving all the necessary information with regard to the 
vacancy and the necessary experience required. A careful review 
is then made of the applications for employment on hand for the 
purpose of selecting some one to fill the job. If none can be found 
from the list on hand, the job is then advertised in the local papers. 
However, this is resorted to rarely, as almost always some one can 
be found to fill the vacancy from the list on hand. “4 

The person applying for a job is given a regular form, termed 
“Application for Employment,” (See Form 1, page 8), and is 
asked to fill it out. If a vacancy exists for the work for which the 
applicant is best suited, he is sent to the department head who is 
seeking help, and the applicant presents the application to him. A 
further interview is then held by the department head. If the ap- 
plicant does not satisfy the requirements, the application is re- 
turned to the Employment Department for future record. 

If, however, the applicant is hired, the rate of pay and the date 
on which he will commence work is noted on the application blank, 
and this is then returned to the Employment Department. The 
application must be approved by the department head before it will 
be accepted in the Employment Department, and also must be ap- 
proved by the vice-president in charge of production. After the 
application has been approved, it is sent to the payroll section of 
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the Accounting Department. Here the employee’s name and rate 
are copied into the payroll rate book, and an “In and Out Clock 
Card” (See Form 7) is written up and placed in the time clock rack 
ready for use by the new employee. The clerk in the payroll section 
who enters the rate and name in the payroll rate book, places his 
signature on the application blank, so that the Employment Depart- 
ment will know that the employee has been placed on the payroll. 

After receipt of the application from the Accounting Depart- 
ment, the person in charge of employment transcribes all the in- 
formation on to the “Employment Record Envelope” (See Form 
2), which is practically a copy of the application blank, but in 
envelope form, together with the additional space for information 
regarding the employee. The application blank is then placed in 
the envelope, which is then filed in the current section of the employ- 
ment record. 

When an employee is granted an increase in pay, this must 
originate from the department head who has direct supervision 
over the employee affected. A form called “Recommend for In- 
crease” (Form 38) is filled out by the department head, stating 
fully the reasons for the increase. This form is then sent to the 
vice-president in charge of production, who places his signature on 
the form if the increase is approved by him. Thus, no increase is 
given any employee without his approval. The form is then sent to 
the payroll section of the Accounting Department where the em- 
ployee’s rate is changed in the payroll rate book. The clerk who 
enters the change in rate also places his signature on the form, after 
which it is returned to the Employment Department and filed'in the 
employee’s “Employment Record Envelope.” 

When an employee is transferred to another department, or is 
promoted, the same procedure is followed as in the case of an in- 
crease in pay, with this exception, that the clerk in the payroll 
section also changes the department of the employee in case the 
employee is transferred to another department. (See Form 4.) 

If an employee quits or is discharged, a ““Pay-Off-Notice” (See 
Form 5) is filled out by the department head, stating fully the rea- 
sons for the act. This form is also approved by the vice-president 
in charge of production. The form is then sent to the payroll 
section and the employee’s check is prepared. Before the check is 
prepared, however, a careful investigation is made to determine 
whether the employee is indebted to the company in any manner on 
account of purchases through the company Store Room, and also 
whether the employee has turned in all his tools to the tool-crib 
prior to leaving the factory. If there are no charges on the books 
of any sort, and he has turned in his tools, the pay-check is given 
to the employee. 

Primarily for income tax purposes, a current record is kept 
of the actual wages paid each employee during the calendar year 
(See Form 6). This information is also very useful sometimes for 


purposes. 
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PAY-ROLL RECORDS AND CONTROL 


All employees who are paid by the hour, punch a time clock. 
Employees are paid by check twice per month. The day periods 
are from the 1st to the 15th, and from the 16th to the 31st of the 
month. Pay days are on the 5th and 20th of each month. This 
allows about four days each period for figuring the payroll. The 
time the employee commences work each morning and the time he 
quits in the evening are punched on the clock card which is termed 
the “In and Out Record” (Form 7, page 12). The time the em- 
ployee takes off for dinner hour is also punched on this card. The 
clock card then shows for each day in the half-month period, the 
time the employee commences work in the morning, the time spent 
for dinner, and the time he quits work in the evening. Provision is 
also made for the total hours each day, total hours for the payroll 
period, rate of pay, amount of wages due, deductions on account of 
charges to the employee’s account, and net amount paid. The em- 
ployee’s name and clock number are also shown on the card. Each 
morning these cards are taken to the office, where the cards are 
marked with the actual number of payroll hours due each em- 
Eye. This is done so that there will not be too much work on the 

day of the pay period. 

These cards are also used in the Cost Accounting Section each 
day as a check against the total time spent by each employee on the 
various production orders and standing expense orders, as reported 
- — time cards (See Form 8). This will be explained more fully 

At the end of each pay period (the 15th and 31st days of each 
month) these clock cards are kept in the Payroll Section for use 
in preparing the regular payroll. The daily total of hours as shown 
by the clock card is checked by the payroll clerk, and the daily 
amounts are totalled to determine the total payroll hours for the 
period. The wage rates are then copied on the cards from the pay- 
roll rate book, the total wage is extended and any deductions are 
placed on the cards. (As regards deductions from pay-checks, the 
payroll clerk is immediately notified of any charges against an em- 
ployee’s account. He can thus keep an up-to-date list of these de- 
ductions, and subtract the amounts from the pay-checks regularly.) 
The net wage due the employee is then determined and the cards 
are ready for the final stage in the preparation of the payroll. 

After all the time cards have been extended, the names of the 
salaried employees, such as foremen, superintendents, watchmen, 
etc., are copied on a list from the last payroll and are checked 
against the names as shown in the payroll book to prevent the 
leaving off of a name from the payroll. The time cards are sorted 
according to departments. The information from the time cards 
and the list of salaried employees is then copied on the payroll 
(See Form 11). After all the information is copied, the “amount 
of total wages due,” i.e., the gross amount, the “deductions from 
same” and the “net amount due” is determined. If the total of 
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the column “net amount” and “deductions” equals the total of the 
“gross amount,” the sheet is in balance and the next stage is to 
place the check numbers opposite the items of “net amount due.” 
The payroll checks are then typewritten, dated, and perforated with 
a Todd double line check protector. The checks are then totalled 
and if this total agrees with the “net amount” as shown on the pay- 
roll, the adding machine tape showing the list of checks is attached 
to the checks and sent to the auditor who attends to signing them. 
On the morning of pay-day, the checks are distributed by the pay- 
clerk to the foremen, each foreman distributing the checks for his 
department. 

In case of employees quitting during the pay-periods, the clock 
card is extended in the same manner as above and the payroll check 
is made out in the same manner. A list is kept in the payroll cash 
book of all checks drawn in advance during the pay-periods, and at 
the end of the month the net amount is transferred to the general 
se as and charged against the general ledger account “Wages 

ayable.” 

On the regular payroll these amounts are put in as deductions 
so that no check will be issued in error. 

The gross amount of the payroll is credited to the general 
ledger account, “Wages Payable,” and charged to the various ac- 
counts as taken from the payroll distribution sheets. (This will be 
treated later.) The net amount of cash from the regular payroll, 
the amount of cash from the list of cash advances and pay-offs 
during the period, and any deductions on account of purchases or 
store-room and lunch-room charges are charged against the “Wages 
Payable Account,” which should then balance the account. At the 
end of the month a balance will always remain in the Wages Pay- 
able Account, inasmuch as a liability exists for the net amount of 
wages due on the fifth of the succeeding month. The net cash paid 
on the fifth of the succeeding month should equal or offset the credit 
balance in the Wages Payable Account at the end of the month. 
This should be checked every month so that any errors may be cor- 
rected before the entries of the next month are placed on the books. 


DISTRIBUTION OF PAYROLL 


All factory employees, with the exception of superintendents 
and foremen, turn in daily time-cards (See Form 8). The press 
correctors, erectors and demonstrators turn in weekly time-cards 
(See Form 9). The daily time reports turned in by the factory 
employees show what work was performed and the amount of time 
spent on each job. The factory time cards are approved by the fore- 
man in charge before they are turned into the office to prevent any 
errors in reporting the time. This also gives the foremen a chance 
to check the amount of time spent on the different jobs by their 
employees. 

When the time cards are received in the office they are turned 
over to the Cost Accounting Department where they are first sorted 
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according to employee’s names. The total amount of time reported 
by each employee for the day is then checked against the total pay- 
roll hours for the day as shown by the clock-card mentioned above. 
By checking the total hours paid against the total hours as reported 
by the employee any differences are found on the next day. In this 
way employees will not be paid for more hours than they have 
actually worked. Furthermore, by checking the one card against 
the cther we make certain that the total time for every day is re- 
ported by each employee. After this has been done the time spent 
by each employee for the day is summarized on the “Individual 
Record of Employees’ Time” (See Form 10). On this form a record 
is kept showing just what each employee has done each day for 
the period. Inasmuch as this is posted daily, at the end of each 
pay-period we have a record of the total time reported by the em- 
ployee, this again being checked against the total time as shown by 
the clock-card. In this way there is no possible chance for an error 
in accounting for the total hours paid each employee. 

At this time it may be well to explain the different kinds of 
orders by which labor costs are kept. Our cost system is based 
on the production order method, and all costs are kept to show the 
cost of any production order which has been completed. These 
production orders may call for a list of standard parts to be manu- 
factured or a special machine to be manufactured, or they may call 
for an assembly of parts into a finished machine. Besides the manu- 
facturing or production orders, we have a code of standing expense 
orders. We have prepared a booklet containing a list of all stand- 
ing expense order numbers, so that the time spent on any work not 
covered by a manufacturing or production order can be reported on 
these standing expense orders without having to obtain a special 
order from the Production Department. This list is a very detailed 
one and covers any possible case that might come up, so that when 
any foreman has any work to do on his machines, such as cleaning, 
repairing, or general work in the shop, he can refer to the list of 
standing expense orders and use the number which fits his case. 
These numbers cover any work that may come up from the main- 
tenance of the grounds to time spent hauling coal. By the use of 
these code numbers, we determine at the end of each month the 
labor cost of repairs, supplies, or general work on each machine in 
the different departments, the cost of maintaining the grounds, the 
cost of labor in the steam plant, and any other work on which the 
employees work during the month and which is not covered by a 
production order. 

To return to the individual record kept of each employee’s time: 
After the number of hours as shown on the time cards for the day 
is checked against the number of hours actually paid the employee 
as shown by the clock-card, the amount of time spent on the differ- 
ent production orders is entered on this form. The sheet is arbi- 
trarily divided in half, the postings for the production orders being 
stated at the top, and the postings for the standing expense orders 
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being started at the bottom and worked up. In this way the upper 
half of the sheet always covers the regular production orders and 
the lower half the standing expense orders. 

After the time cards have been posted to the individual record 
of employees’ time, they are again sorted, this time according to 
standing expense order numbers and production order numbers. 
The time cards covering the standing order numbers are then placed 
in a permanent file for future reference. The time cards covering 
production orders are sorted according to numbers. These orders 
cover work on the following classes of items: 


Stock parts to be manufactured. 
Minor or sub-assemblies. 
Major or final assemblies (Erection orders). 


Special work. 


The time cards are then posted to the production orders which they 
affect and are filed for future reference. The cost sheets covering 
the different kinds of work carry a series of columns to show the 
number of hours and the amount of the labor charge. Thus, at the 
end of the month the total number of hours and the total labor ex- 
pended on production orders can be readily ascertained. These 
totals are checked against the totals as shown by the Labor accounts 
in the ledger at the close of the month. 

At the close of each pay-period, the payroll clerk makes up 
the payroll distribution sheets. These are simply columnar sheets, 
one for each department. The sheets are headed with the depart- 
ment name and columns are provided for the following: employee’s 
name, number of hours, and one heading for each class of work. 
The first column is reserved for department productive labor and 
the balance are used for standing expense order numbers. 

The cost clerk handling the “Individual Record of Employee’s 
Time” uses the Burroughs Duplex Adding Machine and totals the 
number of hours on each job; the total of each job is transferred 
or accumulated, and when all the jobs have been totalled, the trans- 
fer total, or accumulated total, is placed at the bottom of the sheet. 
In this way, without clearing the adding machine, we have the total 
number of hours spent on each job, and also the grand total of hours 
for the payroll period, by employee, and these totals are placed on 
the records of employees’ time. When this is completed, the pay- 
roll rates are placed opposite the total number of hours, and the 
total labor cost on each order is extended. When the amounts for 
all the jobs are extended, the total labor hours and the cost are 
determined and placed on the sheet. When this has been done for 
each employee, the sheets are ready for transferring to the pay- 
roll distribution sheets. 

As explained before, a payroll distribution sheet is made up 
for each department, one column is allowed for the amount of pro- 
ductive labor for the department, and the remainder of the columns 
are used for accumulating the labor hours and cost of the standing 
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expense orders for the department. A horizontal line is allowed 
for each employee and the postings are made from the Individual 
Record of Employee’s Time to the various distribution sheets accord- 
ing to number. As each posting is made, the item is checked off. 
In this way, when all postings have been made, a re-check can be 
made of the book, Individual Record of Employee’s Time, and any 
unchecked items will be brought to light. When all the Employee’s 
Record Sheets have been posted to the distribution sheets, the dif- 
ferent columns of the distribution sheets are totalled and a list is 
made of these totals, together with the order numbers. This list 
then forms the basis for the payroll entry to the Department Pro- 
ductive Labor Accounts and the various Standing Expense Order 
Accounts. (See Chart No. 4, page 16.) 
The entry in the books each payroll period is somewhat as 
follows: 
Charge: 

Department Productive Labor Accounts 

(One charge for each account) 

Various Items covered by Standing 

Expense Order Numbers 

(One charge for each account) 


Credit: Wages Payable sels 


The charge to offset the Wages Payable credit in the General 
Ledger comes partly from the Cash Disbursements covering the 
regular payroll checks and any advances or payoff’s made between 
payroll dates, and also from charges covering purchases or any 
other items deducted from the employee’s pay check. When a pur- 
chase is made for an employee, a notice is sent to the payroll clerk 
by the purchasing department showing the item purchased and 
the estimated cost. Whenever any person is discharged or laid off, 
the payroll clerk checks through the list to see if there are any 
charges against the employee’s account on account of purchases 
made on which the invoice has not yet been received. As soon as 
the invoice is received, the amount is charged against the employee’s 
account. The account covering charges against the employee is 
carefully checked each pay period and also at the time when any 
employee is discharged or quits. By this means all charges against 
employees are deducted from the pay checks. 
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